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In nature, the extent of organism’s rationality is bounded, it’s unable to make 
optimal choices and decisions at any time, but this bounded rationality is enough to 
make them realize the self-survival and development in complex ecological 
environment. This type of bounded rationality is known as ecological rationality. The 
ecological rationality assumes organisms are less fuss in pursuing optimal decisions. 
Nevertheless, in an uncertain environment, the decision of organism is often a 
reflection of its psychological and environmental structure. It’s a fast and frugal way. 
In this decision-making mode, the organism evaluates its decision taking into account 
the requirement of the ecology it belongs and its external environment. Peer 
information is an important clue in fast and frugal decision model, and individual 
behavior changes with their peers. This is the influence of peer effects which the 
research seeks to explore. Peer effects mean that the individual behavior will be 
affected by the reference group’s behavior and characteristics. The theory of peer 
effects has been widely used in the research fields of sociology, education, finance, 
etc., but the main object of study is individual behavior, fewer about the corporate 
behavior. 
Current financial literatures haven’t pay attention to the importance of peer 
effects in the corporate financial behaviors. They usually assume that the corporate 
makes financial decisions in isolation based solely on their own resources and 
capacity. But in fact, corporate financial decision-making behavior may be affected by 
other enterprises, due to the information spillover effects and competitive pressures 
among the peer firms, and also the agency problem. Many studies have tried to reflect 
the importance of peer firms in corporate decision-making using the industry 
dummies or other methods, but this approach does not explain whether and how the 
peer effects affect the corporate financial behaviors. Therefore, this paper wants to 

















According to "ecological rationality" and "fast and frugal way" decision-making 
model, corporate decision-making strategy is not static, but varies with the social 
context. Each type of financial behavior may represent a unique social situation, so we 
select three types of financial behaviors for empirical analysis, which are "corporate 
innovation, corporate charitable donations, and corporate investment", and seeking to 
answer two questions: (1) is a company's financial behavior affected by peer effects? 
(2) Which kinds of companies are more likely to be affected? Collected companies 
data which listed in Shanghai and Shenzhen stock exchange from the year 2005 to 
2014, this paper give an empirical studying of the questions mentioned above. The 
empirical analysis process and its conclusions are as follows: 
First, peer effects on the corporate innovation behavior. Defined the peer firms as 
those companies in the same industry, this paper studies the peer effects on corporate 
innovation behavior based on the R&D investment and R&D output (the number of 
patents granted) aspect. The study finds that: (1) whether from the R&D investment or 
the R&D output perspective, peer effects can positively stimulate the enterprises 
innovation behavior. On the one hand, enterprise innovation behavior varies with peer 
firms’ innovation behavior. When the peer firms’ innovation level improves, the 
enterprise innovation level will also be improved. On the other hand, when the 
innovation level is lower than the average of peer firms, enterprises will actively 
adjust their own innovative strategies, improve their innovation level, and narrow the 
gap with the peer firms. (2) Further analysis finds that those enterprises’ innovation 
behavior, which in a weak position in the market, in highly competitive industries and 
non-state-owned enterprises, are more susceptible to the peer effects. (3) Finally, we 
also find that the peer effects which from the same region firms on corporate 
innovation behavior is not significant. 
Second, peer effects on the corporate investment behavior. Defined the peer 
firms as those companies in the same industry or in the same area or both in the same 
area and same industry, this paper studies the peer effects on corporate investment 
behavior. The study finds out: (1) Corporate investment behavior will be significantly 
















companies which in the same area and same industry. The more the peer firms 
investment, the higher the enterprise’s investment in the same year. When the 
enterprise’s investment below the average levels of peer firms last year, the enterprise 
will significantly increase its investment in the next year; and the greater the gap, the 
more it will increase. (2) Further analysis finds that those enterprises investment, 
which in the years of higher environmental uncertainty, in a dominant position in the 
market, in the highly competitive industries and non-state-owned enterprises, are 
more susceptible to the peer effects. (3) Finally, we also find that the peer effects are 
one of the important factors for irrational investments. The higher proportion of peer 
companies which are over-investment, the more likely the company will be 
over-investment. 
Third, peer effects on corporate charitable donation behavior. Defined the peer 
firms as those companies in the same industry or in the same area or both in the same 
area and same industry, this paper studies the peer effects on corporate charitable 
donation behavior. The study finds out: (1) Corporate charitable donation behavior 
will be significantly and positively affected by peer effects, and its main reference 
groups are those companies which in the same area and same industry. The more the 
peer firms donation, the higher the level of enterprises charitable donations in the 
same year. When the enterprise’s charitable donations below the average levels of 
peer firms last year, the enterprise will significantly increase its investment in 
charitable donations in the next year; and the greater the gap, the more it will increase. 
(2) Further analysis finds that those enterprises charitable donations, which in a weak 
position in the market or in the competitive industries or non-state-owned enterprises, 
are more susceptible to the peer effects. (3) Finally, we also find that the peer effects 
on the corporate charitable donation is normal, not just reflected in the donation of a 
special event. 
The main improvements and innovations of this study are as follows: (1) For 
analyzing the corporate financial behavior, this study introduced the sociological 
concept "peer effects", which is not only better to understand the factors for corporate 
















interdisciplinary research between sociology and finance. (2) Unlike most of previous 
studies which research on the corporate financial behavior, this study put the company 
in an open context, rather than a closed one. In this relatively open system, the 
enterprises decision-makers are ecological rationality, they will no longer depend 
solely on their own resources and capacities to make decision, but also on the 
standards and requirements of the external environment. It’s a fast and frugal way. (3) 
Unlike the previous studies using a single reference group, this paper found several 
possible reference group based on the characteristics of specific financial behavior, 
and tested them one by one. So the conclusions are more robust, and we can better 
understand the most important reference group for corporate financial behavior. 
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